Umsobomvu Municipality 

Audit Report Analysis 
30 June 2010 



100 


YEARS 

1911-2011 


Auditing to build public confidence 


Reputation promise 


The Auditor-General of South Africa has a constitutional 
mandate and, as the Supreme Audit Institution (SAI) of South 
Africa, it exists to strengthen our constitutional democracy by 
enabling oversight, accountability and governance in the public 
sector through auditing, thereby building public confidence. 










Audit Opinion 
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Qualified audit opinion means; 
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The auditor’s opinion is qualified because of either a scope limitation or a 
departure from the applicable financial reporting framework 
(disagreement with management on the framework), but overall the 
financial statements are fairly presented 


Basis of qualification for last three years 
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Overview of financial information 
(Salaries as percentage of total expenses) 
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□ Salaries 
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Comparison of salary expenditure (excludes 
Councilors) 
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Overview of financial information 
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□ Expenditure 

□ Income 
■ Debtors 

□ Cash 

□ Creditors 





Liquidity ratio (availability of cash resources to pay 
creditors within 12 months) 
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Current assets 
Current liabilities 
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Bank balance vs loan (Loan includes bank 
overdrafts) 
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Movement in debtors 
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■ Debtors 





Interest charged on consumer debtors 
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■ Interest charged 
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Income vs expenditure (excluding non-cash items and 
capital expenditure) 
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Government grant vs total revenue 
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Government grant as % of total revenue 
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Unspent conditional grants 


4500000 

4000000 

3500000 

3000000 

2500000 

2000000 

1500000 

1000000 

500000 

0 



2008/09 2009/10 


16 


■ Conditional grants 
unspent 
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Matters of governance 


Audit Committee 

- The audit committee did not operate in accordance with 
approved, written terms of reference. 

- The municipality did not have an audit committee in operation 
throughout the financial year, as set out in section 166(1) of 
the MFMA. 

Internal Audit 

- Contrary to section 1 65 (3), the internal audit function did not 
adhere to the audit plan and there was insufficient follow ups 
by internal audit of the findings identified. 








Good practice indicators (for improvements) 

• Clear trail of supporting documentation that is easily available 
and provided in a timely manner 

• Quality of financial statements and management information 

• Timeliness of financial statements and management 
information 

• Availability of key officials during audits 

• Development and compliance with risk management and good 
internal control and governance practices 

• Good leadership, supervision and monitoring 









Good practice indicators; cont.... 


• It is vitally important that the leadership of the municipality 
ensure that the controls that are implemented are monitored 
and that the appropriate action is taken when controls are not 
adhered to. 











Thank you 









